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ABSTRACT 

Major long-term public policy issues related to the 
aging of the U.S. population are examined. Chapter one provides an 
overview of trends pertaining to the future elderly i>opulation, 
emphasizing some of the issues Congress may need to address in the 
near future. Sources of support for the elderly are also examined. 
Employment and retirement issues are the foci of the second chapter. 
The key policy issue discussed is how to provide cost-effective 
incentives to an increasing proportion of healthy elderly who can 
work in a productive economy free of age discrimination and without 
penalizing those who must retire early. Chapter three discusses the 
allocation of health care resources. It points out that Congress will 
have to struggle to balance issues such as government regulation, 
quality, freedom of choice, effectiveness, efficiency, anC equity 
across society as it makes policy in this area. The concluding 
chapter deals with long-term Ciire, defined as helping people live 
their lives rather than as extended medical care. Also provided are 
brief highlights of legislation affecting the elderly and a 
bibliography. (RM) 
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PREFACE 



As Chairman of the Select Committee on Aging it is my firm belief 
that by looking at tomorrow's problems and opportunities today, future 
problems can t>e averted and future opportunities can be seized. This 
booidet is the product of the Congressional Clearii^house on the Future. 
Even though the Committee does not ordinarily publish documents that are 
not prepared l>y the Committee, tWs booklet gives us both an historical 
perspective and vision for the future, and I believe an exception is 
warranted in tHs case. 

This booklet identifies major, long-t^-m, public policy issues related 
to the aging of the U.S. population. It scans key long>range trends 
pertaining to the {vtiire elderly population emphasizing soj|i::e of the issues 
Congress may need to addr^ in the near future. 

This booklet is organized around the presentation of trends and 
issues. In general, the data are summarized in a short headline or 
paragra{^, supportii^ trend data are stK>wn in gra^^ic fcHrm, major issues 
arising from the data are <£scussed, unresolved questions are raised, and 
illustrative policy options are presented. The policy options are given to 
f stimulate thought, discussion, and explorationi they are not comprehensive, 
nor are they endorsed by the Coi^essional Clearinghouse on the Futwe, 
the House Select Committee on Aging (w any other group or individual who 
helped in preparing thds document. 

The data and fs-ojections prasent^ here are primarily from the 
established Federal statistical agencies such as the Bur^u of the Census, 
the Bureau of Labor Statistics, the Health Care Financii^ Administration 
and the National Center for Health Statistics. No original data collection 
or data analysis was perfwmed for this ^oject. 

Commendatiors are due to all involved in the {H^paration of this 
document. I believe that this booklet {provides a substantive framework in 
which to consider these various public issues. I am hopeful that the 
dissemination of this booklet will contribute to a bettor conceptualization 
01 the needs of our aging United States population and better puWie policy 
in behalf of the elderly. 



Edward R. Roybal 
Chairman 

'Mil 
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FOREWORD 



Congress {Aces some of the most emotional tissues of our time as it 
looks at the needs of the elderly and the government's role in mectii^ those 
needs. The American population is aging. Regardle^ of birth and 
immigration rates, there are going to be more elderly peo(de in our country 
in the future. 

This is very good news, because it means people are living loi^^ on 
the average. However, the ag^ng of our »)ciety alsK> p<Kies extremely 
(fifficult questicms; Do we need to retNnk our definition of "old age" and 
our attitudes about the ^derty? What can and will eldedy individuals and 
their families do alone or with the help of the private sectcH* to support and 
care for the elderly? What must government do? And from the young: 
Who will siq^rt us vftirni w^re old? 

In answering these questions, Congress will have to address how to 
maintain commitments to the elderly, assure faimes across g^aratioi^ 
cope with ^calating health care coste, (Mrotect agaii^t an imcertain 
economic future, and r^tcxre and maintain a balanced federal budget. 

The underlyir^ (^loso{^y of this (fisci^^ion is that the elderly ^ve 
the same desires as the rest of the population: 

o A r^pected place in the commimity with no discrimination 

because of age, sex, race, <xr religion; 
o Healthful living and working c^ncUtiorv; and good quality health 

care when neededi 
o Opportunity to work fm a fair wage ditt>ing their healthy 

lifetime, with employment suatatde to their mental and 

(^^cal atalities; «md 
o Economic si^>port when retired or unatde to work becai^e of ill 

health or cSsabUity. 

Wc 6U'e examining long-ta>m tren<jb; and issues so that Congre^ can 
act to influence the future rather than wait and be overwhelmed by 
demographic realities. If we act now rather than later, then we all — 
employer and employee, parent and child, government and citizen — will 
participate in a better futtfi'e. 



i 




Chairman, Congre^ional 
Clearinghouse on the Future 

■ VII. 
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Tomorrow's 
Elderly 



EXECUTIVE SUMMARY 



The aging of the American 
population is no longer news. The 
increasing numbers of elderly people in 
our society, and particularly, the 
increa^ng numbers of very old citizens 
require the Congpress to examine several 
public policy areas and, in all likelihood, 
to act on its findings. 

Some of the most important trends 
are summarized in the accompanying 
charts. These demcmstrate that: 

o The elderly are expected to 
make an increa^i^ proporti<m of the 
U^. population through the midcSe of the 
next century. By that time, one person 
in five is expected to be 65 cm* <dder. 

o Higher proportions of the 
eldeiiy population will be female and 
over age 85. 

o Because women marry yoimger 
than men and outlive men, on the 
average, most elderly women are widows 
and most elderly mm are married and 
live with their wivei. Elderly women 
living alone toid to be poorer and at 
greater risk of institutionalization than 
the general population of elderly. 

o While the elderly as a group 
have about the same rates of poverty as 



the general population, blacks, wcMnen, 
and the very <Ad, and those living alone 
have higher than average poverty rates. 
Members of more than one subgroup 
(e.g., elderly black women living alone) 
tend to have extremely hi|^ poverty 
rates. 

o Social Security benefits are and 
will continue to t>e the largest sin^e 
source of income for most elderly 
citizens, even thoi^ income from 
pensions and assets may become more 
important in the future to higher income 
groups than it is today. 

o Owr the past 20 years, costs 
for programs that benefit the ^derly 
have grown rapicfly. These programs will 
face the same pressures for cost 
containment as other ^•ograms in the 
federal budget. There will be increasing 
scrutiny of elderly programs, because the 
'Senior tioom" — when the "tiaby boom" 
reaches retirement age early in the next 
century — will (dace encHmous pr^ur^ 
on programs that bmiefit the elderly. 



This putdic policy primer looks at 
three issues that are most likely to need 
Congressional action in the next ctecade 
if we are to prepare for the senior boom 
.in the 2ist century. 
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Employmoit and Retirement 

The declining population of entry- 
leyel workers (18-24) for the balance of 
the century and the increasii^ population 
of elderly people may require a revision, 
of laws and regulations related to older 
workers and retirem€»it. 

Even with the growth in (M'ivate 
pension coverage and the increased 
incentives and awareness of the need for 
individual savings, Social Security is 
expected to continue to be the 
{H'eeminent source of retirement income 
for the foreseeable future. Cwrently, 
the Social Security system is (H^jected 
to build huge surpluses during the 1990s 
and the first decade of the next 
century. However, increased loi^vity, 
low birth rates, and a continued trend 
toward early retirem«it <K>uld exhaust 
those surpluses during the retirement 
lifetimes of younger workers who will 
enter the labor force later in this 
century. 

One ot the most significant trends 
of the past 50 years has been the decline 
in labor force participation on the part 
of the elderly. Currently, there are 
many incentives for olcter workers to 
leave the work force at relatively young 



ages (55-64). Statistics confirm that 
leaving the job before age 65 has t>ecome 
the mrvn. Yet people are livir^ longer 
on the average. By the end of this 
centiB7, it may be nectary to {Mrovide 
greater incentives f<M* older workers to 
remain in the work force longer if we are 
to have enoti^h skilled workers to rm our 
businesses and to support those who 
cannot work. 

Allocation of Health Care Resources 

C(Mits of health care in this country 
have increased at a startling rate for 
everyone. However, since the elderly 
are major us«s^ of health care services, 
the high rate of inflation in health care 
cc^ts has imposed a special burden on tl^ 
elderly and the government {»nograms 
which {H'ovide health «sire for them. 

In 1984, t:.e elderly will f^^en<i more 
of their income on health care tlwn 
before Medicare and Medicaid t>egan. 
This (n^portion is projected to continue 
increasing for the foreseeable future. 
The 1984 report of the Medicare Board 
of Trustees also js^jects a problematic 
futiffe f<^ Medicare. Despite the 
significant cutbacks legislated in the 
early 198te, the Medicare h(»pital trust 
fund will run out of tmds around 1990 if 
no action is taken. 
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XVI 



Congress is considering a numb^ of 
measure related to controlling health 
care costs generally, with Medicare 
payments serving as a target. The? 
biggest c»i£>^ of past cost increases 
include: inflation; an increase in the 
number of tests, medical services, and 
surgical services per patient; use of new 
technologies; and lack of incentives to 
control costs. Since little agreement 
exists about the proper mix of 
responsibility among the individual, 
family, insurer, physician, hospital, and 
government, the next decade is liicely to 
be a living* exp^iment in policymaldng 
aimed. at determining how much services 
should cost and who should pay for which 
services. 



For the next 25 ye#»r- most of 
projected health care cost i .'.^r jases will 
be due not to increase iit U» elderly 
population but to the same factors which 
have pushed costs over the last 
decade. After 2010, the senior boom will 
begin and the number of people eligible 
for Medicare will climb rapidly. 
Tlierefore, it is imperative that the key 
to containing health care costs be foiaid 
in this century. 



Long-Term Care 

The number of elderly people 
neecfing long-term care is expected to 
rise sharply in the next several decades 
because of the growing numbers of 
people over the age of 85 and the 
growing numbers of elderly living alone. 

Loi^term care is commonly 
associated with medical problems. 
Howev^, n.iich of the need for long- 
term assistance is sim{dy related to an 
inability to perform one or more of the 
tasks of ev^yday !ivii^ (eating, batNng, 
etc.) rather than to some treatable 
mecfical condition. Since most long-term 
care is giv«i at home by the family, the 
elderly who live alone are especially 
vulnerable to institutionalization. 

The need for public help tn 
providing long-term oare is expected to 
grow be<muse the tracfiticmal care-givers 
— adult women — are increasingly 
working outside the home and are not as 
likely to be availaUe for full-time care 
in the futinre. Currently, public support 
for long-term care is very limited and is 
biased toward medcal treatm^t/ 
institutional care and away from home 
support services and family a^stance. 
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TomoiTow's 
Elderly 



ONE 



OVERVIEW 



OF TRENDS 



Economic, demographic, aiul social characteristics of the elderly population 

trends can be used to paint a genial and scmrces of sii^>port for that 

picture of the elderly population today population. The trends create a context 

and in the future. The trends shown on for the policy discussions which follow, 
the next few pages are related to the key 



DEFINITION: In this booklet, the term "elderly" refers to 
individuals 65 years old or older. Those 85 years or older are 
referred to as "ve^ old". 

As we use the^ t^rns, however, it is important to note 
that one consequence of an aging population may be the need 
to continue to redefine such terms. The "elderly" population is 
extremely diverse and "old age" cannot be defined by 
chronological age alone. 
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KEY CHARACTERISTICS OF THE ELDERLY 



1. 



THE BABY BOOM WILL BE FOLLOWED BY THE SENIOR BOOM. 



The number of elderly in the United 
States tttis grown rapidly in the last 20 
years (twice as fast as the rest of the 
population). However, for the next 
twenty-five years, the relative growth of 
the elderly population will be much more 
gradual. After 2010, as the "t>aby 
boomers" begin to rea<^ 65, the "soiior 



boom** will explode. 

In 1960, just 1 person in 10 was 
over 65 (16.5 million people). By the 
middle of the next century, 1 person in 5 
is expected to be over 65 (67 million 
people), a foir-fold increase in 1^ ximn 
a century. 



PRCFOrrm (F THE POPULATE 65 AND OVER 
AND 85 AND OVER BY SEX 1960-!^^ 

fO-t 




2090 



YEAR 



US Hurt*Au of ttH- Ci^nsuSf C artf^nt Populati oii R^^^tjtts , 
(W^hirufttm, P.C.: VSGPO, v&iiom tte^tn) f and 
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2. THE VERY OLD ARE THE FASTEST GROWING AGE GROUP IN THE U.S. 



At the begpinning of this century, 
about 4 percent of the elderly were 85 or 
older. By the middle of the next 
century, nearly a quarter of the elderly 
are expected to be 85 or older. In terms 
of the total U.S. population, that means 
that more than one American in 20 is 



expected to be 85 years old or older in 
the year 2050. Life expectancy has 
increased by 27.5 years since the turn of 
the century — from 47 years to 74.5 
years — an increase that nearly equals 
the gain for the previous 5000 years. 



Year 

1900 
1950 
1960 
2000 
2025 
2050 



GROWTH OF THE VERY OLD AS A PERCENTAGE 
OF THE ELDERLY P0PULATIC»9 



85+ as Percent 
of All Elderly 



4 

5 
10 
15 
13 
24 



85+ as Percent 
of Total Population 



0.2 
0.4 
1.0 
1.9 

2.5 
5.2 



Number of 85+ 
in Population 



123,000 
577,000 
2,200,000 
5,136,000 
7,700,000 
16,063,000 



Cut f ont Population R o port s, i;eri<;e P-25 , No. 922 {Waiihirgton , D.C 
Ih-'SPO, 1982). 



THE ELDERLY POPULATION IS INCREASINGLY FEMALE. 



The life expectancy of UJ5. women 
continues to increase faster than timt of 
men. Between 1950 and 1982, U.S. 
female life exp^tancy increased from 
71.1 years to 78.2 years (a gain of 7.1 
years). During the same pericKl, male 
life expectancy increased from 65.6 
years to 70.8 years (a gain of 5.2 years). 



About 50 percent of the under-65 
population is female, increasing to about 
60 percent of the 65+ {K>pulation, and 
about 70 percent of the 85+ population. 
This male- female imlmlance is expected 
to continue to grow. By the year 2000, 
for example, 73 percent of the 85+ 
population may be female. 
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4. MOST ELDERLY MEN ARE 
MARRIED AND LIVE IN A FAMILY; 
MOST ELDERLY WOMEN ARE WIDOWS 
AND MANY LIVE ALONE. 

Only 12 percent of elderly men 
were widowers in 1982 while 31 percent 
of elderly women were wi(k>ws. Among 
those 75 years old and older, 70 percent 
of men were married and 70 percent of 
women were widows. Since women tend 
to marry at a yoimger age than men and 
female life expectancy is growing faster 
than th&t of m«i, tWs tr«id is expected 
to intensify in the future. 

The percentage of wi<jk>wed el(terly 
women appears to be stable or 
declining. However, the nimiber of 
widows is expected to continue to 
increase in the future because of an 
increasing differential between life 
expectancy of moi and women. 

Over the p&sX 20 years, the 
percwtage of elderly mm living in a 
family has remained fairly constant at 
just over 80 percent. In contrast, the 
percentage of elderly women living in a 
family has declined and the percentage 
living alone has risen steadily. Today, 
about one-third of the elderly live alone 
and the percentage is increasing, 
oarttcularly for women. Eighty percent 
of the elderly who live alone are women. 

I 

f 

i 
i 
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5. POVERTY RATES HAVE BEEN 
REDUCED, BUT MANY ELDERLY ARE 
STILL POOR. 

In 1972, the percentage of poor and 
near poor elderly (under 150 percent of 
poverty) was 38 percent as compared to 
22 percent for the whole population. 
Although the percentage of poor and 
near poor elderly has been declining 
since 1972, the percentage (30.2 percent) 
is still higher than for the population 
as a whole (25.6 percent) in 1983. 

Despite the gains to lev^ slightly 
above the official poverty line ($1667 in 
1968, $4626 in 1982)^ many elderly are 
still "just gettiri; by.** Purtl^mcHre, 
certain elderly subgroups continue to 
have poverty rates^ two to three times i» 
high as the population as a whole. 

The elderly sibgroups with the 
highest poverty rates are am<mg those 
elderly that are growing the fastest: 
women, the very old, and persons Uving 
alone. AlthoMgh they are not am<»ig the 
fastest growing groups, blacksN are 
particularly vulnerable to poverty in old 
age, with a poverty rate about three 
times the rate for iSderly whites. 
Individuals who are members of two or 
more of these high risk subgroi^ are 
much mure likely to be poor. 



1982 POVERTY RATES FOR SELECTED ELDERLY SUBGROUPS 
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6, OLDER CITIZENS TEND TO HAVE 
MORE ACTIVE VOTING PAITFHNS 
THAN THE YOUNG. 

In X\\c last five presidential 
elections, the peak votii^ group has t^en 
the 55-64 age groi^ U'oi^y 70 percent 
voting), with the 45-54 and 65-74 age 
groups vying for second place. Over this 
same period, citizens 75 and older voted 
in greater {W'oportion tl»n the under 25 
age group. 

These trencte in wttng pattwt^ are 
expected to continue — perhaps intensify 
— in the future. 



PESCStT VOT»» IN raSSII^VTlAL ELECTIONS 




7. THi: FUTURE ELDERLY WILL BE BETTER EDUCATED. 



In 1982, more than 40 percent of 
the elderly had finished high scIk>oU in 
comparison with le^ than 20 percent of 
the elderly in 1960, There were 
comparable increases in the percentage 
of college graduates. Since more of 
today's under-65 population are finisNlng 
high school and going to college, and the 
median number of years of schooling is 



increasing (now over 12,5 years), 
tomorrow's elderly are e^^ected to be 
better ^ucated chan today's. 

Bett^ education is important 
because it is related to other factors; 
thc^e who are t>etter ediK^ated tend to 
earn mwQ in their lifetimes and to stay 
in the work force longer. 



KOI l AI IuN OK 1:LI>FRI V AM> H Tl RE KIJlKRI Y 



•0 



o 
o 

1./ 



to 




I 



til 





AGE IN 19^ 



EIH CATON OF ELWERtY AND l-WRE ELOWILY 
BY RAI>: AND SPANISH OSIGi!^. 1^ 



70 



CDI 




ERIC 



19 



SOURCES OF SUPPORT FOR THE ELDERLY 



Prior to the establistiment of the 
Social Security system, the primary 
sotvces of support for the elderly were 
income from family and employment. 
Since the 193Qs, most experts have 
teiided to discuss retiremait income as a 
three-legged stool made up of Social 
Security benefits, savings, and pensions 

despite the fact that earnings from 
employment f»ve provided a greater 
source of income than all other soiffces 
except Social Security. In the next 
century, income from employment will 
become an even more important and 
better recognized sowce of income f<wr 
the elderly. 

1. SOCIAL SECURITY WILL CONTINUE 
TO BE THE LARGEST SINGLE SOURCE 
OF INCOME. 

More than 9 out of 10 of the elderly 
received Social Security benefits in 1981, 
with 65 percent relying on ScMnal 
Security for half or more of their total 
income. 

The importance of Social Security 
income increase for the elderly 
subgroi^ who are m(»t vulnerable: the 
very old, blacks, and women living 
alone. In 1981, Social Security 
accounted for about 37 percent of money 
income for the average elderly individual 
and for nearly 80 percent of the cash 
income of the low-income elderly (those 
with incomes of $5000 or less). One- 
fifth of the elderly living alone and two- 



fifths of the black elderly living alone 
received 90 percent or more of their 
income from Social Security. 

A m^ority of elderly families can 
expect over half of their income to come 
from Social Security at the turn of the 
century. 
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2, EARNINGS CONTINUE TO BE AN 
IMPORTANT INCOME SOURCE, 

Even though there is a growing 
trend toward early retirement, earnings 
from employment continue to be the 
second largest single soiree of income 
for the elderly (25 percent of income for 
all elderly in 1981). As the level of 
income decreases, so does the 
contribution of earnings. 

Future trencte related to 
employment income for incfividuals 65 
and older will be iKklressed more fully in 
the chapter entitled ''Emt^yment and 
Retirement.'* 

3. ASSET INCOME MAY BECOME 
MORE IMPORTANT TO HIGHER- 
INCOME ELDERLY. 

In 1979, only about 6 percent of the 
elderly received income from savings and 
other assets and most of them reported 
less than $1,000 of income from that 
source. However, since income from 
assets amounted to 20 p^'cent of the 
overall income of the elderly some 
elderly 6o have significant savings. 

Future retirees may have a betta* 
opportunity to build assets due to the 
liberalization of the eligibility rules for 
establishing Individual Retirement 
Accoimts ShAsK Use of IRAs increased 
from 3.4 million (7 percent of those 
eligible) in 1981 to 12.1 million (17 
percent of those eligible) in 1983. 

Although the loi^-term impacts 
savings are still imcertain, initial studies 
indicate t>'*«t IRAs may not be 
encouraging i.?w savings and 
investment. In 1982, more than half of 
all funds placed in IRAs came from 
current savings rather than new savings. 
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Researdi ^ws IRA use: 

o is concentrated among high income 
grot^; 

o is not as evearily distributed across 
income levels as employer-sponsored 
pulsions; 

0 increases with age; 

o is more likely to be selected by 
women than men. 

In sum, even though IRAs could 
have a positive effect on the a^et 
income of future retirees overall, IRA's 
primary effects woidd be concentrated 
on today's upper income group. 

4. ABOUT HALF OF PRIVATE SECTOR 
EMPLOYEES ARE COVERED BY 
PENSION PROGRAMS; ABOUT ONE- 
FOURTH WILL RECEIVE PENSIONS. 

As of 1983, about 50 percent of all 
private industry employees 18 years old 
and older were cov&e^ by pennons in 
their ciarent jobs. That percentage is 
expected tp be stable for the foreseeable 
future. If past behavior continues, about 
half of the covered workers or one- 
fourth of all workers can expect to 
receive pensions when they reach 
retirement age. 

Arnoi^ today's elderly, about 28 
percent of m«i and it) percent of women 
actually receive pensions. Average 
annual payments are about $4200 and 
$2400 per year, respectively. 

Labor unions have been a mi^or 
(Hvit^ force behind the establishment 
and growth of (sivate pension plais in 
the past. Union membersMp has been 
decliiung in recent decades and many of 
the new "knowledge** industries are less 
unionised than the basic iiKiustries. To 
the extent that union membership is an 
indication of pennon coverage, the 
percentage of pension coverage is not 
expected to grow greatly in coming 
years. 

21 
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On the other hand, greater numbers 
of women in today^s worlcf<M'ce will result 
in more elderly women in the futive who 
have pensions of their own. Between 
1979 and 1983, 3.3 million women were 
added to the non-agricultural labor force 
and 1.2 women gained «ititlement to 
future retirement benefits. However, 
many women workers still have work 
patterns and occupations that do not lead 
to maximum pensicm coverage. Rec^t 
chaises in lavra affecting pennon 
programs could also cause the nionb^ of 
people covered by private pennons to 
grow somewhat (e.g., requirii^ a 
company to continue to vest workers 
durir^ mata'nity or paternity leave, 
lowering the age at wlUch work counts 
toward vesting, and allowing pensions to 
be allocated as part of (fivorce 
settlements). 

This to^c is cfiscu^ed more fully in 
the section entitled Employment and 
Retiremmt" 



5. TODAY, FEW POOR ELDERLY 
APPLY FOR PUBLIC ASSISTANCE; 
TOMORROW, MORE ELDERLY MAY 
APPLY. 

,tf. 

Very few dl<terly peojde {Mrticipate 
in public assistance programs today and 



only a small portion of cash income 
comes from that source. In 1981, only 
half of the elderly with incomes below 
the poverty line received {mblic 
assistance. 

The Supplemoital Secirity Income 
program (SSI), a federal program with 
state supplements, provides most public 
assistance income for the elderly, but 
tl^s prt^am has a very low elderly 
participation rate. The reasons for low 
partieipati(»i by the elderly in public 
as^tance programs are not fully 
explained. In part, low participation is 
said to be caused by an inability to deal 
with the system and by an imwillingness 
to accept "w^fare". 

In addition to cash contributions, 
the government provides benefits to the 
^derly in the form of medical care, food 
stamps, publicly-owned or sidisidized 
rental housing, and energy assistance. 
These benefits have expanded markedly 
in the past few years, from $10 billion in 
1971 to ov«> $60 bUlion in 1983. 

The future elderly, who will have 
grown up with much greater exposure to 
public i»sistam!e prc^ams, may be more 
adept at dealing with the system and 
may feel less stigma from accepting such 
as^stance. 
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6. SOURCES OF ELDERLY INCOME 
ARE RELATED TO INCOME LEVELS. 

Elderly people with low and moderate 
incomes — most of the elderly — get the 
ms^ty of their income from Social 
Security. At incomes above $12,000 per 
year, earnings become an important 
inccHne source. 

7. ELDERLY INCOME B MODEST; 
HALF OF WOMEN AND BLACKS ARE 
BELOW $5000. 

On the average. Income for dcterly 
individuals is modest, but men have much 
Mgher incomes than women, and wMtes 
have much high^ incomes than Macks. 

In 1981, about half of ^der^ w'Mte 
women and black men — and 80 pc.cent 
of black women — had incomes below 
$5000. 
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EMPLOYMENT AND RETIREMENT 



Concerns over the future costs of turn of the century may penalize those 

Social SectBity, federal retirement and who, because of health, discrimination, 

oth« income programs for the eldmiy, or imemploymmt, are forced to retire 

lead poUe^^makers to oondder ways to early with reduced baief Its. 
prolong labor force participation. Any 

incentive to Iceep older workers in the' A key pcdicy question for the future 

labor force must compete succestfuUy is how to provide coat-effeetive 

with the growing trend of early incentives to an increa^ng proportion of 

retirement. On the other hand, healthy ^derly who can work in a 

provirions such as those in the 1983 prodi»*tive economy free of age 

Social Security Amendments to raise (Sserimination and without penali^ng 

retirement age from 65 to 67 after the those w>» must retire early. 
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WHAT ARB THE FACTSt 

MEN ARE LIVING LONGER, BUT RETIRING EAULIER 
WOMEN ARE WORKING FOR PAY LONGER 



Life expectancy continue to 
increase. By the year 2000, men can 
expect to live 10-15 years after reaching 
age 65 wMle women can expect to live 
15-20 more years. Physical and mental 
capat^lities do not automatically 
deteriorate at 65. So, for an increasing 
proportion of people, life after 85 can be 
productive and less constrained by 
fimctiwial limitations. Accordii«ly, the 
numb^ and quality of years that persons 
over 65 can expect to live has prompted 
a review of what constitutes "normal" 
career and retirement patterns. 

As men live longer, they are 
spen<fing a smaller portion of thmr 
lifespans in the labor force ev^ though 
the number of years they work is 
longer. For example, a man bom in 1900 
could expect to live about 46 years. He 
woidd work for 32 years (69 percent) and 
be retired toe oiUy about 1 year (3 
percent). A man born in 1981 can expect 
to live about 70 years. He wiU work for 
38 years (55 percent) and be retired for 
about 14 years (30 percent). 

In 1983, the labor force 
participation rate elderly men stood 
at 17 percent down from 46 percent in 
1950. From 1970 to 1983, the rate for 
men aged 55-to-64 dtogged from 83 
percent to 69 percent. 

Women are both living longer and 
working for pay longer than their 
predecessors. As women live longer, 
they are spending a smaller portion of 
their lives in child bearing and rearing. 
A woman born in 1900 coifld eifpeci to 
spend 18 years of h^ 48*year life^Mui 
(37 percent) bearing chflicfe'en; a woman 
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born in 1981 can expect to spend only 10 
years of her 78--year lifespan (13 percent) 
bearing children. In the future, more of 
the job of rearing those children will be 
shared with others. 

Women^s labor force partidpation 
r^cted a new high of 52.9 percent in 
1983 (48.5 million women), up from 52.6 
percent in 1982. Tlds Is a slower rate of 
growth than in the decade of the 1970s 
when there was an incnrease of more ttmn 
1 milli<Mi women every year. Middle- 
aged women (45-54) have increi^d thdr 
labor force participation rates from 38 
percent to 62 percent since 1950. The 
rate for women aged 55-64 went from 27 
to 42 percent. The overall female labor 
partici(Miti(m rate is projected to ro&dti 
65 c^cent by 1995. The increases in 
labor fOTce participation amoi^ younger 
and middle-aged wom^ have iK>t been 
translated into an imnrease in 
(mrticipation at the i^>per ages. As of 
1983, only 7 percent of all women 65 and 
<dder wore in the labor toFCe, ctown 
somewhat from the 10 percent of 1950. 

There are numerous factors in an 
individual's decisicm to retire, but the 
decision tends to be bfsed primarily on 
health status and the availatHlity and 
level of potential retirement income. 
Mandatary retirement rules (»t^bly do 
not account for much of the male labor 
force withdrawal since the trend toward 
retirement is pronounced in the pre-65 
labor foFce, 
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WHAT ARE THB FACTS? 

U.S. LABOR FORCE WILL CHANGE DRAMATICALLY 
IN THE NEXT DECADE 



Labor force growth for all of this 
century is likely to be very different 
from the pattei'n of the 50s, 60», and 
70s. Nearly all the growth in the next 
two decades will be middle-aged adults. 
Between 1980 and 1995, workers aged 
25-54 will increase by almost 30 million 
while both younger and older age groups 
will decline. The numb^ of workers 16- 
24 will drop by over 4 million. 

Experts do not agree on the effects 
of these growth patterns <mi the 
employment of older workers. Some 
analysts argue that the impending 
shortage of young workers will be an 
incentive for employers to retain or Wre 
older workers. Others argue that the 
enormous increase in workws in their 
prime workii^ years could be a "siffge 
from below" that will tend to push older 
workers out of the 'abor force. 
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WHY IS THS BSUfi WFFICULT? 

EXPERTS DBAGREE ON THE ECONOMY^ ABILFTY TO CREATE JOBS 



The economy of the United States 
has been in serious straits for the last 
ten to twelve years, with lower 
productivity growth, sharper competition 
from abroad for markets, sharply Mgher 
energy prices, high inflation and Wgh 
unemployment. Federal budget deficits 
are at historical high points. Bu^ne» 
and government leatters have been 
struggling to find the mix of policies that 
will lead to economic growth and full 
employment. In this environment, 
projections about the longw-te-m 
performance of the economy are 
extremely uncertain. 



One'of the central uncertainties in 
the Jobs debate is the potential impact of 
technological advances on Job 
opportimities. Some analysts predct 
that the introdueticm of new technologies 
will result in many new joba. Other 
analysts pre<Mct that the new 
technologies will produce a net job loss. 

In an expan<Ai^ economy, much of 
the concern about jobs disappears, but 
few economists anticipate a retim to 
the unprecedented growth rates of the 
1950s and l^Os, when a rapi<fly 
expanding economy and low inflation 
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provided jobs for almost all who wanted 
them and improved retirement b^efits 
for those who wanted to retire. But 
some economists are projecting dramatic 
expansion for the economy toward the 
end of this century. If the economy 
should ^xpand rapic&y, the <dder more 
experienced worlcers could be lea<fing the 
boom. Accor<fing to some, employment 
in the ser^ce sectOT may grow tiy 31 
percent between 1981 and 1990. Bv^ 
though the goods-producing industry will 
grow more slowly, em{Aoyroent there is 
expected to grow by 13 percent. Among 
occupations, the &ireau of Latx>r 



Statistics eiipeets growth to be greatest 
for professional and technical workers, 
service workers and clerical worlcers. 

The imcertain economic future is 
bringing considerable disagreement on 
whether a sufficient number of jobs will 
be available through the end of the 
centiffy to accommodate the available 
s\j^gHy of workers. With a bump«r crop 
of middle-aged utorken <hi the horizon, 
many question whether it would be wise 
to proviite ineoitiv^ that encourage 
older workers to stay in the labor force. 
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WHY B TmS BSUS IXFFICnLT? 



DEPENDENT POPULATION WILL GROW 
AT FASTER RATES THAN WORKING AGE POPULATION 



The conventiOTal way of lookii^ at 
the biflpden on workers is through the 
"dependency ratio" or "siJWort ratio". 
This ratio compares the number of 
people of "working age" (18-64) to the 
number of dependent yotmg (under 18) 
and the number of elderly (over 64). 

Although there will be a slight 
increase in the ratio of those regarded as 
dependents to those of woddi^ age, the 
(lependeney ratio looks promi^g over 
the remainder of tWs century. Many 
analysts believe that continiMng tow Wrth 
rates in the comii^ decade will 
completely offset the increase in elderly 
citizens so that the total number of 
dependents will remain stable. 
Nevertheless, since elderly dependents 
reqwre more resoiffces than an 
equivalent number of dep«id«it childr«i, 
there will be increasii^ demands upon 
the working age population. 

After the year 2010, the senior 
dependency ratio may become a problem 
for Social Security. For example, the 
SSA projects that the ratio of tax payers 
to beneficiaries will have dropped from 
3.2 in the early 1980s to 2.2 by 2025 - a 
decline of about one-third. 



CY RAHOS CF1HE US. PCPUimSi 
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WHY IS THIS BS0B DIFFICULT? 



RETIREMENT AND PENSION POLICIES AND ATTITUDES 
MAY BE BASED ON YESTERDAY'S STATISTICS AND EXPECTATIONS 



Earned Benefits 

The Social Security and Medicare 
systems are financed on a (Miy-as-you-go 
t^is, as is the pattern in most developed 
nations. Current benefits are funded 
from current income rather than from 
payments contributed by and for tttose 
individuals during their working years. 
This system worked weU in tlw climate 
of economic prosperity followii^ World 
War n when the numb^ of workers 
payii^ into the system was growing 
rapidly and the number of retirees was 
low. However, such programs will be 
adversely affected by poor economic 
environment, the higher elderly 
dependency ratio, and the incre^e in the 
life expectancy of retirees during the 
1970s. 

Congress has passed legislation to 
increase income to the system and over 
the next three decades to txnld a 
suTE^us for the senicN' boom in the next 
cent Iffy. Between now and 2010, there 
will be only a moderate growth In the 
number of Social Security beneficiaries. 
With the increases in payroll taxes 
already scheduled, a siffplus should 
acarue in the Social Security Trust Fund 
timt would provide adequate si^jport to 
Social Security retires into the next 
century. 

Since they have paid into the 
s^tem over many years, mast Social 
Security recipients look at their benefits 
as earned benefits. At the same time, 
however, the average b^efidary will 
continue to receive mwe from Social 
Security them is contributed in payroll 
taxes. 



Early Retirement 

In the 19S0s, many pension 
programs were changed to encourage 
older workers to retire, in the belief that 
the total number of jobs in the economy 
was fixed and younger workers needed 
jobs the most. Even though the U.S. 
economy has created j<^ at an 
exceptional rate in the 1970s, and even 
though the number of dderly non- 
WOTkers has incre«»ed dramatically in 
comparison to the numbers «f workers of 
all ag^ many people continue to believe 
timt ft is betto* to move older workers 
into retirement to '*free up" jobs for 
yoiffiger workers. 

Many comcMinies use various 
incentives to ease their workers age 55 
and over into retirement. With the 
upcomii^ growth in the workforce aged 
35-54, there will be less room at the top 
tlum usual and more competition for 
mid- and Wgh-level positions. Such 
competition may intensify the feelings of 
yoimgor fiixk&rs that the o\6w workers 
should l^ve and "make room" for the 
next generation. In medium- and large- 
sized firms, more than 90 percent of 
white-collar workers can retire by age 
55, if they have served the required 
nwnber of years. Amoi% blm-collar 
morkers, 80 percent could retire by age 
55. Some companies si|»plement the 
early retiree's income until he or she is 
eligible for Social Security benefits. 



Other incentive include: 

o A growir% perception that the 
economy may not get t>ettCT and that the 
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wiser course of action is to retire with a 
better t>enefit package than might be 
avaiiatde at some later time. (However, 
the perception is somewhat offset by 
uncertainty in the economy and fears of 
what inflation might do to a fixed 
retirement pension.) 

o Older workers in low wage jobs tend to 
retire earU«' as the Social Security 
payments replace a larger proportion of 
low wage eamersf pre-retireraent 
income. 

o Only a small proportion of private 
retirement plans (6 percent) increase the 
size of pension or monthly payment to 
account for working beyond the normal 
retirement age. (Social Secirity, for 
example, provides only a ^ight credit for 
delayed retirement.) 

Coverage 

Labor unions have been a mii^or 
driving force beNuid the estaUishment 
and growth of private pension plans in 
the past. Union membership has be^ 
declining in recent decades and many of 
the new "knowledge" industries are less 
unionized than the basic industries. To 
the extent that pennon coverage is 
affected by union membership, the 
percentage of coverage is not expected 



to grow gr^tly in comii^ years. 

On the other hand, greater numbers 
of women in todays workforce should 
result in more elderly women in the 
future who have pensions of their own. 
Recent changes in laws affectir^ pension 
programs coudld also cause tlie ntonber of 
peo^e covered by pennons to grow 
somewhat (e.g., reqidrii^ a company to 
continue to vest workers during 
maternity or paternity l^ve, lowering 
the age at which work counts toward 
vesting, and allowing pensions to be 
allocated as part of divorce 
settlements). However, many women 
woricers stiU have wwk pattens and 
(^upatioM tlwt do not lead to maximum 
pension cov^age. 

Effects of Inflaticm 

Very few private pennon plans 
(only about 3 percent) provide for cost of 
living increases. Yet an annual inflation 
rate of 5 percent for 15 years can erode 
the real value of private pension benefit 
by about one-half. An inflation rate of 
10 percent for IS years would reduce the 
benefit to one-quarter of its original 
value. Inflation is the greatest threat to 
those who depend on private per»ions and 
assets. 
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SUMMARY 



The employment and retirement 
decisions of the dderly and near-elderly 
could have a major impact on the 
solvency of pension and Social Security 
programs. Unfortunately^ there is me^or 
uncertainty about the economic future of 
the country and about the combined 
effects of countervailing traids. 

On the one hand, we should expect 
to experience increased puUic costs of 
retirement as a eoiaeqaenix of imireased 
life expectancy and a continuation of an 
historic trend toward earlier 
retir^ent. On the otho* hand, a 
strinking supply of entry-level youth and 



the potential need for greater experience 
and skill in the workforce may lead to an 
enhanced receptivity to maintaining 
older workers in the workfcs-ce. 

Experts (fisagree as to projections 
about the ova'all economic future, 
inclu<fing the nature of the future 
workforce and labor demand by 
occupation and industry. It may be 
necessary to monitor and analyze the 
interactioiB of a broad spectrum of 
driving forces before it will be possible 
to develop coherent public policies in 
tins area. 



UNANSWERED QUESTIONS 



1. iiow do we deflne "a reasonable 
standard of living" fw the elderly? 

2. What is the appropriate ctegree of 
public-private coordination with respect 
to retirement policy? 

3. What is the purpose of Social 
Security? Should it provide a minimum 
benefit level or be used as the primary 
retirement income? 

4. What are the trade-offs between 
adequacy and equity in our retirement 
income system? 

5. Will present contributors to Sodal 
Security payroll tax^ receive what they 
believe to be a fair rate of retij^n when 
they retire? 



6. Can workers be expected to assume 
greater respoi^bility for thdr own 
retirement sti|)port? 

7. To what extent do higher payments to 
Social Security payroll taxes substitute 
for other savings or investment by 
employees, by employers? 

8. What is an appropriate mix of puUic 
and private sources of income? What 
p(M*tion of retirement iiK*ome should be 
earned by saving, investing, or paying 
into Social Security or a pension plan? 

9. Should the government attempt to 
provide incentives or (fisincentives to 
employers that will result in more 
widespread participation in private 
pension (»^>grams? Greater incentives 
for individual savings? 
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10. As a result of changes in the age 
composition of the labor force and other 
factors, what will be t^ donand for 
<Ader workers? WiU there be a need to 
encourage thdr continuation in the latx^r 
force? Will older workers be asked to 
perform entry levd ^bs usually filled by 
younger people? 



11. How will increased introduction of 
robotics and autcmiation impact 
productivity, quality of life, and the 
numbers and types of eraptoyees in 
various industries and occupations? 

12. What kind of jobs WiU characterize 
the economy of the future? Will <Hder 
workers be suited to those jobs? Could 
they be retrained? 



OPTIONS 



The option statements presoited on 
the nejrt few pages are intended to 
stimulate thoMght «id d&scussion. They 
are not comprehen^ve, nor are they 
endorsed by the Coi^essional 
Clearinghouse on the Futiffe, the House 
Select Committee on Aging, or any other 



organization or individual tnv(dved in the 
preparation of tWs report. Their sole 
piffpose is to introduce the reader to the 
variety and scope of options that have 
been raised in this area, so understancfing 
and useful debate will be enhanced. 
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CAUTKHI: The options shown here are not endorsed by the House Select Cororof ttee on Aging or the Coi^essional 
Cl^urii^tKHse on the Future; they are presented for information and cfisei^on only. 

~ ISSUE AREA; EMPLOYMENT AND REHREMENT 

OBJECTIVE: Provide Incentives and remove <Ksdn*- 
cmtives for oldo* «r oric^ who want to stay in 
the labor force aiHl maintain si^jply of workou. 



jgncourage the increased avaiP* 
ability of part-time employ- 
ment and othm* flexiMe work 
options for <Hda> workers. 



ILLl^RATIVE OPTION 2 



ILLl^RATIVE OPTION 3 



Furthw liberalize the p«^alty 
(Mdd by curent Social Secirity 
reci{rients under 70 with annual 
wages above $8980. 



Provide greater incentives to encourage 
prolonged labor force participation 
by iiun^ra^ii^ the crecfit givm fw 
<May«l retirmient beyiHid that incor- 
porated In the 1983 amoncbnents. 



PROS 



PROS 



PROS 



L Midntains skilled workforce 
wl^uate tfa producing gocMis 
md 8«rvi^ for the naticm. 
2. Softens shock of retirement 
(psycholi^cal and, possibly, 
llnfUKHaDu 

Sw Older people who work tend 
to have higher Uvii^ stamlard 
ttid cisNi«t aipBdinst inflation. 



TITO- 



1. Woidd remove penalty tor 
winidng. 

2. Coidd encourage delayed 
retir^«it. 

3. Woidd increase revaii»s from 
income taxes. 



1. Would enemm^ delayed retirement, 
but allow early retirement. 



to 



-am- 



L May reduce the numb^ of 
Jobs available for the your^er 
population. 



1. Would benefit the most 
affluent of the elderly. 

2. Would require significant 
additioral feda*al outlays ($2 
bUlion in 1984). 

3. Might have little impact 
on elderiy labw force 
peurtidpaticm. 



CONS 



1. Wotild incr^se costs. 
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CAUnOH: The o^iww shown here are not endoTBed by the House S^ect Committee on Aging or the Congressional 
Clearii^hoise on the Futile} they are presented for information and <%seussion only. 

— — mmKUAt )SJiiitkLOYMK«t AMD RfitlkEMfiMT 

— OBJiSCTVISi Provide incentives md remove dlsineentlves for older workers who 

want to stay in the labor force and maintain av^lAy of ;vork«^ 

ILLUStRAtlVE OPTION 4 ~ ~~ 



Foster more fuU-tirae em{Hoy- 
ment on the part id women, 
and/or revbe immigration 
policies. 



PROS 



1. Cotdd offset shrinking 
pool <rf fowg «itn^level 
workers. 

% Cotdd awid need to revoke 
trend to earlier retirement, 
maintaini!^ freedom of choice 
tcf ^derly. 



CONS 



1. Immigration policy is a 
Mnsitive and controversial 
issue. 
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BSUE AREA: EMPLOYMENT AND RETIREMENT - 


MDUf^i^iivn: niimmize narasmp 
to ^derly due to teetUKdc^ 
ml imiovatiofv et3« 


OBJECTIVES Spread the costs 
and benefits of Social Security 
more evenly aaross society. 


OBIECTIVfii Improve the finanetal 
position of the Social Security 
System. 




IJUtiUSTRATIVE OPTION 1 


HAUStRATiVE bPTlbN i 


(e.g., tax ere<fits to emjtoy- 
era), to enhance employability 
of <^der wOTkers. 


unange cne oaas tor sotilal 
Security f undbig so that it is 
financed equally by the em- 
ptoyee, the on^yer and the 
Federal Government instead of 
by the first two oidy. 


Maioe Social Security a more 
prt^prcsdve pn^p>am by imn-^rii^ 
beneHts to lower income groi^n 
and decreasii^ them for hif^r 
groups. 


PROS 


PROS 


PROS 


1. Would maintain productive 

2. Would increase supply of 
luffriieiaDte If oncers* 


L Woidd lower the MgMy 

vidWe payroll tax on 
em^oyer and employee. 
2. Perceived savings 
might be ised em^yers 
to expand private pennon 
systems, Mre acMl^ial 
worlcers, and invest in the 
industry. 


1. Cotdd reduce government eos^ 
8. Wotdd f<Mus resources on the 
truly iw^y. 




CONS 


CONS 


L Could increase costs. 
2. Employe tarul to take only 
Jie ^eream'', not those most in 
»ed of retrainir^. 


1. WoiOd maalc Im^tain 
solvency problans of Social 
Security system. 

2. May erode workers' 
perceptions that benefits 
are directly Ifayced to 
th^ employment. 


1. Politically explosive. 

2. Would violate existing "contracts'*. 
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Tomorrow's 
EMeriy 



ALLOCATION OF HEALTH CARE RESOURCES 



C(»ts toe health care in this 
country have in^^sed at a startUng 
rate acr(K» the board, not jaat tot tim 
eklerly. Howevw, the elder^ popuibition 
is a major user of health care services 
and, because the eld^ly population is 
increasing -< particularly the B5+ group 
— there are fears: 

o Fears on the part of the elderly 
that as out-of-pocket h^th care 
costs continue to increase and as 
current health care support is 
reduced, they will be unable to 
afford the care they need. 

o Fears on the part of the yoinig that 
by the time they become 
beneficiaries of Medicare, the 
sysiem wiU be insolvrat or 



restructured, and they will receive 
feww beiKfits than (to airroit 
b«Mfickuries. 

o Fears on the part of Congress and 
the Executive Branch that rising 
health care costs will lead to 
insolveiusy of the Medicare Trust 
Fund or to larg^- federal budget 
deficits, or both. 

This is an area in which we do not 
have the luxury of lead-time: the 
problem is immediate. It is also an area 
in which there are no clear, easy 
answers. Ckmgress wiU have to struggle 
to telai^ ismsea mtch as gov«mmait 
regulation, qualiW, freedom of choice, 
effeetiven^ efficiency, and equity 
across society as it makes policy in this 
ar^ 
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WHAT AEB MBIHCASB AND MBDICAIDr 

MEDICARE 



Medicare is a federal program that was created in 1965 to help pay the 
health costs of older Americans and the <SsaUied. All elderly Social Security 
and railroad retirement recipients are eligitde for Medicare. Elderly 
individuals who are not entitled to automatic hospital coverage may purchase 
the Hospital Insurance. 

—Medicare Part A (Hospital Insurance or HI) covm hospital costs, hospice 
costs and short term Oess than 100 days) nur^i^ home and home health 
costs. Part A is financed by a portimi of the Social Security payroll tax. 
Recipients are responMble for a $356 annual deductible and for copayments 
during l<Hig hospital or nurring home stays. 

—Medicare Part B (Si^emental Medical Insurance or SMI) covers physician 
services, hospital out-patient services, laboratory, and other medical 
services. Part B is partially financed (25 percent) through monthly fees paid 
by the recipients md partially (75 percent) through general tax revenues. In 
1984, recipients paid $14.60 per month. Recipients are responsible for a $75 
annual deductiUe and 20 percent coinsurance on covered services. 

In addition to the limits on long-term care and home care, Medicare does 
not cover eye examinations and eye^asses, hearing examinations and hearing 
ai(^ drugs, and routine dental treatments and dentiares. 



MEDICAID 

Medicaid is a federal and state program that helps certain low-income 
individuals of all ages get medi(»l care. EligiUe individuals include recipients 
of Aid to Families with Dependent Childr^ (AFDC) and Supplemental 
Security Income (SSO, and may include those receiving other cash assistance 
or neecfing nursing home care. In 1980, 16 percent of Medicaid recipients 
were elderly and 37 percent of program costs were for elderly reci[Ments, 

Me^caid covers a wide range of medical services inclwSng 
hospitalization, physician care, laboratory, and x-rays. Unlike Medicare, 
Medicaid pays long-term nursir^ home costs. Nursing home costs represent 
about 75 perc^t of the Medicaid costs for the elderly. 

As of 1981, the federal government was paying 55 p^cent of total 
Medicaid costs. In that year and several subsequent years, Congress voted to 
reduce federal payments to the states for Medicaid. Although those 
r^Kluctions are scheduled to eml as of fis<»d year 1984, the percentage the 
federal government will pay of total Mecficaid costs is expected to remain in 
the 55 percmit range. 
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WHAT ABE TtiE FACTS? 



HEALTH CARE IS TAKING MORE OF 
OUR NATIONAL INCOME. 

National health care costs — for all 
servicesp for people of all ages — have 
been growing faster than our national 
economy for many years. In 1960, atwut 
5 percent of our Gross National Product 
(GNP) went for health eare; in 1983, 
nearly 11 percent of GNP went for 
health care. Total national spemfii^ in 
1984 wiU be about $350 MUion. About 
one-tMrd of that total ($120 billion) wiU 
go to meet the health needs of the 
>Sation's 28.3 million elderly citizens. 



NATIONAL HEALTH COSTS AS peHOENT OF CMP 



cur 




HEALTH CARE IS TAKING MORE OF 
THE FEDERAL BUDGET. 

In 1970, about 9 percent of the 
total Federal budget went tw health 
care; in 1985, about 11 percent of the 
budget will be for tWs purpose. 
Medicare payments alone have grown 
from less than 4 percent of federal 
bucket outlays in 1970 to an estimated 
6.7 percent in 1985. 



HEALTH CARE IS TAKING MORE 
DIRECTLY OUT OF THE ELDERLyS 
POCKETS. 

In 1984, elderly individuals will 
spend an average of $1526 out of their 
own pockets (including Medicare 
premiimis), about 15 percent of their 
total income. This is a Mgher proportion 
than they were paying before Medicare 
and Medicaid were oiacted, and will 
continiM to increase in the futia*e. 



OUT-OF-POCKET HEALTH CASE EXPENDITURES 
FOft PERSONS ACE M AND OVER: PEH CAPITA 
IN«-1«M* 



if^^lufScs private itusurs^u^^ pn^mi uss 
and pTt*mtumM fot niuf^lam^ntMfy arjirai 
i iisi tuan<.x* paid Jby rfie rl4vr li^ 



TIM 

Sou/ : iktMAth Care Firutncint^ AdminimtratJiim , 6ur^» oi 
in^ BuJirtiWf Taltf 29B4t ma^ $^^rt Cibmm and 

Jurw I97^t Office of finrnfteiml »nd Actumriml 
SmMith CAxti financing AMmiMtrmtlams JhI^ 1994* 
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WHAT ARE THE FACTS? 

MEDICARE COSTS COULD MORE THAN DOUBLE BY 19»0 
MEDICARE GROWTH WILL CONTINUE AT A SLOWER RATE 



Medicare and Me<ficaid are the two 
federal programs which have financed 
large portions of the health care services 
for the elderly. From r^tively modest 
beginnings, both of these programs have 
grown to ma^or proportions. For 
example, Me<»caid paid a UtUe over $1 
bUlion in support of the dderly in 1972 
and almost $6 billion in 1982. Medicare 
has grown from $4.7 MlUon in 1961 to 
$52.2 biUion in 1982. Projections to the 
year 1990 show an increase to $132 
biUion in Medicare sp«idhig. Thoi^ the 
increase is high, the average rate of 
increase for the 1982-1990 period is 
expected to be less than 12.5 percent 
a much lower rate than the average for 
the 1975-1^2 period of 18.9 per<^t. 

Despite recent increases in cost- 
sharing, new cost-saving provisions, and 
a reduced rate of inflation for medical 
expenses, Mecficare coats are still 
expected to grow at a rate faster than 
the economy, the eld^ly*s income, or the 
federal bu(^ durii^ the 1980s. The 
Hospital Insurance Trust Fisid of 
MeiXcare (Part A) is expected to be 
depleted by the end of the decade. The 
total costs of Metfieare Part B are 
expected to increase by nearly 16 
percent per year through 1988, mueii 
faster than dlderly income, the economy, 
the federal busJg«t,.or general tax 
rev^ues. Thup^th tl^ elderly and the 
entire Medcate progranf are expected to 
be in financiar cjSfficulty by the end of 
the decade. 
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WHAT ARE THE FACTS? 



THE KLOERLY NEED AND SPEND 
MORE ON HEALTH CARE THAN THE 
NON-ELDERLY. 

The elderly have more sevare and 
chronic illnesses and more disability than 
the non-elderly. As a result, the elderly 
as a group accounted for atx>ut 11 
percent of the overall population and 
about one-third of the nation's health 
care costs in 1981. Per capita health 
care expenditwes were estimated at 
$828 for persons under age 65 and $3140 
for persons 65 and over. Even when 
nirsing home ec^ts are removed from the 
calculation, per capita expencHtures for 
elderly individuals in 1981 were still 
three times those for the younger 
population. 



PROPORTION OF ELDERLY LIVING IN THE OIMMIMTY 
AND LKVEL OF HEALTH EXPKNIMTl'BKS 




A SMALL GROUP NEEI>S A LARGE 
AMOUNT OF CARE AND ACCOUNTS 
FOR A MAJOR PORTION OF COSTS. 

Most health care costs occiar during 
the last two years of life, regardless of 
the age at death. Since the majority of 
deaths occur in the elderly population, 
this is one major reason why the eldeiiy 
account for a high proportion of overall 
health care costs. Even among the 
elderly, however, nearly all (95 perccait) 
live in the community in a given year and 
a large majority of these (75 percent) 
spend less than $1000 per year on health 
care services such as hospitals and home 
care. 

A very small g^oup of the elderly 
accounts for a large proportion of the 
expenditures. In 1980, for example, 5 
percent of the elderly accounted for 22 
percent of elderly health care 
expenditures. Medicare and Medicaid 
expenditures are ev«i mwe concentrated 
on a small proportion of the users -- 
primarily those receiving hos{ntBl or 
nursing home care. 
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WHY IS THIS A DimCULT ffiSUB? 

MEDICARE AND MEDICAID HAVE HAD POSITIVE RESULTS 



Prior to the inception of Medicare 
and Medicaid, many of the elderly could 
not afford adequate medical care. One- 
third of the elderly had no health 
insurance prior to 1965. The elderly 
were spending nearly IS percent of their 
income on health care. 

Between 1955 and 1967, death rates 
for U.S. elderly were falling at a lower 
rate than in the developed European 
countries. For the decade aft«- the 
introduction of Medicare and Medicaid, 
death rates for the elderly in the U.S. 
fell at a faster rate than in the European 
countries. 

Some analysts argue that the 
various age groups of the elderly 
population are healthier than their 
counterparts were in earlier decades. 
However, chronic disease and disability 
statistics demonstrate that the numbers 
and proportions of frail elderly are 
increasing. The comparative health 
status of yesterday's, today's, and 
tomorrow's elderly is a topic of current 
debate. 



The gap in use of health care 
services betwew the poor aiKl non-poor 
elderly has been substantially narrowed. 
It should be noted that even equal use 
would not necessarily result in adtequate 
care since the poor elderly tend to be in 
poorer health than the overall elderly 
(K)pulation am! need more health care. 



* 

oiinKAiivE WFRowigffians IN CE^mi luTBS THE EI^^ 




MEN WOHEN M» VOMBEN 
1955 ' S7 1968 - 77 



ACCKSS TO HEALTH CARK : 1980 



Number i>t Proportion 
Phy 8 i c I an Hosp 1 1 al 1 zed Iota 1 

Visits JJ.H^J^J'^iJ. ^hP.y.^^^J. ^5®^? 

sij^yiif leant 

5.4 19;^ dUfertMice 



Sou ray: 



"Current Kstimat^yti from the Health Intaxviaw 
Survey: VS 1980 Vital and Health St atistU^, 
Series 10, National Center for Health Statistics 
(Washington, D.C.: USGPO, 1980). 
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WHY IS THIS A DIFFICULT BSUE? 

HEALTH CARE COSTS ARE INCREASING FOR ALL AGE GROUPS 



It wiU be <fifficult to tiring 
Medicare and Medicaid costs under 
control because these prc^ams are 
subject to the same general factors that 
are making health care costs rise for all 
groups in the population: inflation, an 
increase in services per beneficiary, use 
of costly new me<fical technology, and 
lack of incentives to control costs. 
Contrary to popular perception, the least 
important factw in cost incr^es 
between now and 1995 will be the 
increase in the elderly population. 

INFLATION ACCOUNTS FOR MORE 
THAN HALF OF COST INCREASES. 

Inflation is the single most 
important contributor to the growth of 
health care costs in the last decade. 
Between 1972 and 1982, an estimated 58 
pa'cent of the increase in health care 
costs was attributable to g^eral 
inflation. 

If general inflation continue at its 
current lower rate, the rate of increase 
in tealth care costs should also slow. 
However, medical care price inflation 
has also been a major contributor and 
will have to be dealt with separate/. In 
1^3, medical rare price illation n^e 
twice as fast as gai«-al inflation. 



attributed to an increase in the use of 
covered services. 

On the average, Medicare-^ov^ed 
hospital pati^ts are given mtxre hospital 
services, medical and surgical services, 
drugs, and medical devices than the 
general hospital population. Though the 
elderly generally need more care, a 
portion of the high use of hospital 
services may re»ilt from a lack of 
incentives to use less expensive 
ambulatory care and from the desire of 
providers < to maintain high hospital 
occupancy. 

NEW TECHNOLOGY 

Medical technology is a major 
factor in increasing health care costs. 
Medicare^ policies are a key factor in 
the adoption and use of these 
technologies. The cost attributable to 
technology changes is difficult to 
estimate since it is closely tied to 
changes in intensity of care. In addition, 
new technology can be ju(j^ed 
appropriate or inappropriate only in 
terms of whether or not it improves the 
quality of care. However, there is an 
intense debate ov«r whether or not an 
assessment of new technology must 
consider its impact both on health status 
and on cost. 



SERVICE INTENSITY ACCOUNTS FOR 
A QUARTER OF MEDICARE 
INCREASES 

The rise in volume of services per 
beneficiary is the second m(»t important 
cause of increases in Medicare costs. 
The Office of Technology Assessment 
(OTA) estimates timt 24 percent of the 
93 percent increase in per ca(Hta h(»{xtal 
costs between 1977 and 1982 can be 



LACK OF INCENTIVES TO CONTROL 
COST 

tliBd-^Hrty Finaneiiig 

Most third-party financing of 
health care is said to inflate the patient 
from considering the cost when making 
ctecisiof» about services am) to inmilate 
the {^ysician from conc^n about the 
patients ability to pay for services. This 
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"distance" from the costs can lead to an 
increase in the numbers of procedures 
and tests performed and, particularly, to 
an increase in high-cost procedures. 

Medicare already requires that the 
elderly pay a significant proporticm of 
the costs of their care. In addition to 
serious questions about the ability of the 
elderly to pay more, recent studies 
indicate that additional Medicare cost 
sharing would not be likely to slow cost 
growth. 

Medicare^ new prospective 
paym«it system attempts to ccmtrol 
costs without increasing cost-diaring by 
the elderly. Throi^h the fixed- 
reimbursement-per-admission 
(Diagnostic Related Grouping — DRG) 
schechUe, Medicare is seeking to reverse 
the incentives provided by the previous 
Medicare paymjirt plan. Earlier, 
providers were reimbursed for each 
service for each patient, regardless of 
total cost. 

ReindNffsement For Procediffes Bather 
Than Results 

Physicians are reimbursed for 
{MTOcedures performed, tests wmpleted, 
physician visits, etc., rather than for 
beneficial outcomes. Hospitals are 
currently reimbursed on the basis of an 
admission for a particular diagnosis. 
Very little is known about the relative 
risks and benefits associated with many 
standard procedures (medical and 
surgical) used by j^ysicians and 
hospitals, and what little is known is not 
well di^minated. 

By tradition, physicians have a 



great deal of discretion in the treatment 
of their patients. For example, the 
individual physician usually determines 
whether or not a patient will be 
hospitalized. Th&e are large differences 
among regions of the U,S. in the use of 
hospitals by Medicare patients. For 
example. North Dakota has a hospital 
disdiarge rate nearly twice that found in 
Maryland. In addition, several studies 
have shown that the kinds and costs of 
hospital treatm^it in a community are 
more related to the numbws of 
phy^cians and their specialties than to 
the health of the population. 

Thus, many analysts believe that 
the supply of physicians and specialists — 
which is expected to grow over the next 
decade — and their methocte of 
prescribing treatm«its will have a great 
deal to do with the general increase in 
health care costs in this country. 



GROWTH OF ELDERLY POPULATION 
WILL BE LESS IMPORTANT UNTIL 2010 

The number of elderly people 
eligible for Medicare and Medicaid 
jump^ ^ii% the last 20 years. Those 
new recipients have ateo been a factor in 
increasing etmXs, However, between now 
and 2010, new recipients will Increase 
only gradually. The Congressional 
Bu^t Office has estimated that only a 
small perc^tage of the projected annual 
13.2 percent growth in hospital 
reimbursements between 1984 and 1995 
will be due to an increase in the elderly 
population. After 2010, when the 
number of elderly begins to rise sharply, 
health care costs can be expected to rise 
aceorcUngly. 
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VBTSBAie HRALTH CARE - A SPBOAL CASK 

SURGE OF ELDERLY VETERANS WILL STRAIN THE VA 
HEALTH CARE SYSTEM 



Veterans of World War H and 
the Korean War wOl be timing 65 
and becoming eligikde for VA- 
provided or supported health eare 
between now and 2000. The number 
of veterans 65 aiui <dder will more 
than double in the next 15 years 
(from 4 to 9 million) and the number 
85 and (dder will grow from about 
260,000 to about 515,000. 

Since VA hospitals and nursing 
homes already have an 85 percent 



occupancy rate <uid mmiy nursing 
homes have waiting lists, the VA 
health care system wUl be hard 
pressed to meet the projected 
demand without m^or changes. 

Options for dealii% with 
projected demands for service are 
highly controversiaL However, the 
boom in the veteran population will 
re^re solutions to be formulated 
and enacted in the near t^m. 



WmiAlfB AOEO m^*- AND 85^ 
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SUMMARY 



In the last 20 years, the has 
changed from a country in which most 
elderly citizens paid for their own imlth 
care services or did without (and many 
did without) to a country in which most 
elderly citizens have tetter aec^ to 
and significant government sii^port for 
health care. At the same time, the UJS, 
has ex(>eriCTced an im(»re<^<tented 
increase in health care costs across the 
board. 



Throughout the 1990s, the elderly 
will likely continue to pay ever larger 
proportions of their income f<»r health 
care. Of equal concern is the fact that 
the Medicare Trust Fund will nm out of 
money by 1990 unless steps are taken to 
increase income or reduce outlays, or 
both. Added to these trends are 
predictiois of contintKid escalation of 
general health care costs and the coming 
boom in the elderly po{Hilati(Mi in the 
next century. 



UNANSWERED QUESTIONS 



1. Can we deal with the health care 
costs of the elderly separat^y from the 
general health care costs of the 
country? Should we? 

2. What shifts will occur in types of 
health services needed by tomorrow's 
elderly? 

3. What are the most appropriate roles 
for the public and private sectors in 
financing, delivering, and regulating 
health care? 

4. To what extoit can the mecfical 
profession regulate itself to produce 
needed quality standards and guidelines, 
and to what extent should the 
government be involved in setting those 
standards and guidelines? 

5. Can rationing of necessary health 
care be avoided? What methods should 
be used to insure that mmecessary 
procedure are not done? 

6. What can we do to place more 



emc^ia^ on maintaining good iKjalth and 
preventing disability and illness, as well 
as treating illness when it develops? 

7. How should health care research 
related to the elderly be balanced with 
r^;ard to improving life eicpectancy and 
improvii^ quality of health life for the 
elcterly? 

8. Should the U.S. have some form of 
national, health insurance? 

9. To what extent should the federal 
government insure against catastrophic 
illness for the elderly? For the 
population in genial? 

10. To what extent will alternative 
health care systems such as Health 
Maintenance Organizations (HMOs) 
reduce the rate of growth in health cate 
costs for the elderly? 

11. Can we learn from the experiences 
of other countries in this area? 



:RJC 



46 



35 



OPTiOHS 



The option statements presented on 
the next few pajges are intended to 
stimulate {hot^t and dtecussion. They 
are not comprehaisive, nor are they 
endorsed by the Congre^ona! 
Clearinghotse on the Future, the House 
S^eet Committee on Aging, or any other 



(H'ganization or individual involved in the 
preparation of this report. Their sole 
piu-pose is to introduce the reader to tte 
variety and scope of options that have 
been raised in tltis area, so isiderstandii^ 
and useful debate will be enhanced. 
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CAUTION: The o(>ti<Mis shown twre are not endorsed by the House Select Committee m Aging or the Congressional 
Clearii^(house on the Future; they are presented fcH* informatimt and discussion only. 



mtfu AftEAs Allocation 6f health care resources 


OBJECTIVE: Improve tne hnancrtal soIveiK^ of Meffic^tre. 


l[LLIl}dtilA11V£Ot^'nOKl 


ILLUSTRATIVE OPTION % 


ILLUSTRATIVE OPTION 3 


Uroit payments to Medicare 
providers (doctors, hc^tals) 
while maintaining (^lity. 


IncTMse Medicaid revoii^ by 
increasir^ payroll taxes or 
support from s^m^al revoii^ 
or excise tax^ 


Iiun^ease use of Health 
Maint^ianee Organizations (HMOs) 
by the elderly* 

l^kOs 



L (Jare-givers might be more 
Uicety to prescribe <mly 
eaamttial s^vices. 
2. If fixed payment levels 
w ^ set appro{»iateIy« 
providers would have an 
incentive to perform services 
more efficioitly. 



1. Could hd^f) make sj^tem 
solvoit without undue bunjten 
on the eld^y. 



1, CoiOd reduce payments made 
by both the dd^ly, and the 
Me<8eare and MecHcaid {mgraras. 
In Allows govomment to ii»we 
better quality aasi^an^ 1^ c^viiters. 
3. Allows providers to have 
stn^er role in altocatii^ resources 
amcmg health ^vices. 



CONS 



TJOHS" 



CONS 



1, Market may be bctttf than 
government at settii^ payment 
levels: 

- if payments too high, 
further waste would result 

- if payments too low, 
provictefs coidd ref ise to 
serve Medicare {mtients. 

3. Quality of care may still 
compromised. 



1. Cotdd be a drag on employ- 
ment of new wOTkers. 

2. Could rediKJe emphasis on 

cost coistraint& 

3. Not a soltrticm to the 
problem of increasiiqf cmts. 



1. Elderly imfamiliar with HMOs 
ami tow they c^ate. 

2. M^t re<;Mi^ some stK>rt*-term 
federal investment if HMCfe w^ 
to r^ch large nimibers of elderly. 



GAimOMt The options shown here are not endorsed by the House Select Committee on Agii« or the Congressional 
Clearif^^use on the Futir^ they are presoited f«r information ami cUseussim only. 



ISSUE AREA: ALLOCATION OF HEALTH CARE RESOURCES 


oiwecrnvu: increase quality of life for 
tommTovr*s eldeHy. 


to the eldt^y and improve eqdty 
of access. 


ILLU^'i KAIIVK OPTION I 


ILLUSTRATIVE OPTION 2 


ILLUSTRATIVE OPTIOMl 


Increase emptiasis on 
prev^tive health care for all 
Amaicms (e»g* exerciset 
nutrition^ atress reductim). 


&4)port researAi into the risks 
and benefits of specific 
mescal and swgical 
intwenttcms for the elderly. 


Cmtain out-of-iXKHcet health 
care c<^ to the dderly. 




PROS 


PROS 


1« Tomorrow^ ^deiiy po^Uy 
cmAa have fewer health 
problems. 

2« Lon^term &^ts could be 
reduced if health problems 
decreased in Gonsequence. 


1. Woidd provide bett« ba^ 
tw decl^<MV*making by the 
eldmiy, {Ayridans am) policy- 
maicars. 

2. Couhl provide m<Mre C(»t- 
effectira baMs tor practice 
of n}e<Mcine to tte elderly. 


1. Coidd rdieve pressure mi 
eiqp^^Mlitures fw other 
nec^ti^ e.g^ food^ st^t^. 
t. Could give eWwly opportimity 
to mitistitute ambubitwy care few 
mote exp^ive hMfrital care. 


CONS 


CONS 


CONS 


1. Could increase costs in 
short term. 

2. AckKtional research would 
be neected as to eff ectimie^ 
of iveventive measures 
agaimt chronic disewes. 


1. Would increase short-t^m 
costs. 


1. Would incr^se Mecficare cc^ts 
imless system-wicte cost 
containment occurred. 
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CAUfKMii The options shown here arc not endorsed by the House Meet Coaimittee on Aging or the Congr«sl«aa Clearinghouse on the 
Future; they are presented for information and ^tecHSstwi oifly. 

ISSm ARKAi ALLOCATIOM OF HEALTH CARB BE80URCS 
OBJECnVBt Improve health services to the ^derly and improve equity of ^ccess. 



ILLUSTRATIVE OPTION 2 



Authorixe PuUie Health 
Service (PHS) fdlowshipB in 
gwiatries and r^ted 
specialties. 



1. CmddiiK»«a8e 
attention to disejwes of the 
Elderly by tomorrow^ 
^yrieians mti reaee^era. 

2. Would elicit more research 
on topics related to dkierly. 



ILLUSTRATIVE OPTION 3 



ILLVSTEATIVE OPTION 4 



Provide incentives for home 
delivery ci health mrvices 
ie^^ shots) to tideiiy. 



Provide Inc^tives to private 
sector did/or PuUic Health 
Service td improve Iwalth 
services in^geograpHoa areas 
now tm!as«rved. 




1. Could be m<ve cost- 
effective. 

2. Would enhance coverage. 

3. WoiAd mcH« convMdmt for 
those with restricted moliility. 



L Wotdd ayuuice co^r^^ 
8. Woidd improw a^rasa 
for those with restricted 
m<^ty. 

3w Cmdd improiw acc«s to poor 
and n^ pow in tlieae arras. 



CONS 

1, Could cost more. 

S, Some experts favor opposite 

approach, Le. integrating 

gwiatrics into goioral 

me<Kcine, 

8. PHS feilowBhip being 
questioned as effective 
ine^ive to specialiaation. 



CONS 

1. Coidd be hard to acbnii^er. 



CONS 

1. Coidd cost mwe. 

2. Could be difficult to 
maintain any services beyond 
tMstc hralth senricra rinra 
sufficient professional staffing 
m^t not be avidlable to meet 
aUthe 
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Tomorrow's 
Elderly 



LONG-TERM CARE 



The (fiscu^on of loi^term eare 
for the elderly is commonly presented as 
(>art of health care ianies. It is treated 
separat^y here becaise It may be more 
acciffate to think of kmiH^enn eare as 
helping peofde live their lives ratter than 
as extaided me<fieal care. It is also 
incduded as an ejcarople of an area in 
which Medcare md Me<Seaid 
reimbursement has built-in biases toward 
medical treatment and 

institutionalisation, and away from 
family and other hcmie care. 



Most peo(Ae exp^ence some 
<taMlity (temporary or permanent) 
<fcffing their Uves. This imiversality of 
experience may help us to understand the 
loDff-term needs oi the tideiiy who are 
more lilc^y than the general popidation 
to have such disabilities. Very 
frequently, these disabilities rwult in 
maioe requirements not for mecSeal care, 
but rather for ai^stance with everyday 
living. 



(39) 
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WHAT ABE THE FACTS? 
LONG-TERM CARE REQUIREMENTS ARE NOT NECESSARILY MEDICAL 



"Long-term care" includes all the 
services that are nee<ted on a contini^ng 
ba^s to enable a person with a chronic 
(Usability to have full physical, social, 
and psychological functioning. 

The existence of such needs does 
not necessarily imply the presence of a 
chronic disease. Any limitation in 
physical and/or mental capacity can 
prevent a (^rson fr<Hn accomplishing the 
tasics of daily living without assistance. 

Estimates of the numbers of non- 
institutionalized elderly who have 
functional disabilities vary from about 18 
percent to 43 percent. While most of 
these diderly reqidre only limited and 
unskilled help, tWs groi^ includes over 
two million bedfast or housebound 
persoiw who are as functionally impaired 
as those in institutions. 



SaJCTS) FUMCnOWAL CBABnjnES OF 
NON-INSmirnDNAUZED EUSRiy 
1978 DMA 




WHAT ARE THE FACTS? 

MOST LONG-TERM CARE IS GIVEN AT HOME BY THE FAMILY 



In 1980, almost 11 million ^derly 
had some degree of limitation of daily 
activity due to chronic conditions; less 
than one in ten of them was in an 
institution. 

The number with such limitations is 
expected to rise to over 16 million by the 
year 2000, and exceed 23 million by 2020 
— more than double the current leveL 

The vast minority of long-term 
care of these non-institutionalized 
elderly is provided by family and 
friends. Seventy-three percent of 



elderly home care is provided solely by 
relatives and another 16 percent use 
formal sources to supplement family 
care. As wouW be expected, those livii^ 
alone or with non-relatives malce greater 
tse of formal care services tlwm do those 
who live with relatives. 

As demands for ^e incroise in 
int«i»ty or complexity, family care 
tends to be swlemented by outside help 
which must be paid for but is still not 
necessarily medi<»l in natia^ (for 
examine, transportation, food sa-vices, 
and personal companions). 
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The primffy factor leadng to 
insti tutionalization of an older person is 
not health status. Institutionalization 
results from absence of family, 
exhaustion of personal or family 
resources, or the ov«r~accum ulation of 
burd^ on existing family members. 



UMITATIQN IN ACTIVITY DUE TO CHRONIC CQNDmONS 

ACTUAL AND PROJECTED 




1080 1990 2000 



I I 
2010 2020 

YEAR 



2030 2040 2050 2060 



Saurct': Based on 1980 Health Jncervic?w Surveys national 
Center for Health Statistics ; and US Bureau of 
the Census, "Projections of ttw US: 1982-2050 
Current Population Reports , Series No, 9^2 

(Washington, D.C.: USGPO, 1982) 
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WHAT ASB THE FACTS? 

DEMAND FOR NURSING HOME CARE IS RKING FASTER THAN SUPPLY 



Even though only about 5 percent 
of the ^deriy live in nursing homes at 
any giv^ time, the rate of use of nursing 
homes by the dderly has almost doubled 
since the introduction of Medicare and 
Medicaid. 

Rov^ily 20 percent of the very old 
are institutionalized. Most of these are 
women. The number of people needing 
institutional nursing care is growing: 

o At the beginning of this centia-y, 
the most prevalent health proUems 
of the elderly were acute. Today, 
the most prevalent health problems 
are chronic, and the likelihood of 
having a chronic iUne^ <x a 
disabling condition increases 
dramatically with age. 

o Women predominate in the 85+ 
population — the population in 
highest need of longf-term care. 

o The (fiseases which affect elderly 
men tend to kilL The dseases 
which affect elderly women taid to 
caiKie chronic illne^es and 
conditions reqiaring assistance. 

o Elderly women are much more 
likely to be widowed and to live 
alone than elderly men, and thus to 
need outside help for <Misabilities. 



Nursing homes are mostly "for 
profit", and generally full. It seems 
likely tl»t there will be a growing 
problem of meeting the demand for 
nursing home care, particularly for those 
with the greatest need — the very old, 
Macks, and the very poor. 



nursuk; home residents by age 
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WHY B TiQS »SDB DIPPICULT? 

GOVERNMENT LONG-TERM CARE SUPPORT 
IS BIASED TOWARDS INSTFrUTIONALIZATION 



The ii^ue of who pays for long-term 
care is highly dependent on ivt^ther the 
care is at home or in an ii^titution. 
Public financial suqpport tw IcHif^term 
care is scarce outside nur^ng homes. 
Home care, especially that provided by 
homemakers rather than by nursing 
personnel, is rarely covered except in 
demonstration jK^jects, Day ewre 
services for the elderly are similarly not 
covered by public funds. 

While most funding for long^twm 
care comes from the el<terly and their 
families, son ^ public support comes 
from Medicaid and a minimal 
contribution is macte by Mcrdicare. 

Despite some recent efforts to 
counteract the bias, both Medicare and 
Medicaid pay more toward institutional 
wsts than home care costs* Since the 
elderly*s out-of^-pocket costs for 
purchasetl home care services are 
generally much higher than for the same 
services performed in a nursing home or 
lK>spital, there is a financial incentive to 
place the person in an institution. As a 
result, many elderly people in nursing 
homes are receiving a higher level of 
care t* n their condition reqtares — 
betwc^en lO and 45 percent depending on 
the type of nursing facility. 

Since 1974, government and private 
pjiyments for nursing home care hrve 
grown dramatically and are expected to 
crontinue to escalate for the foreseeable 
future. Private spading, in the form of 
health insurance, and personal and family 
resources, accounts for about half of the 
total costs of nursing care. 



While it is generally agreed that 
the cc»t of nuraing home care is 
becoming too large, there is also 
agreement that government resources 
need to be reallocated to non- 
institutional long-'term care which may 
be le^ costly and fre^^i^tly more 
appropriate than iRstituticmalization, 



NATIC»fALNUi(SINSH 
EXPENIXTURES 
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WHY m THIS BSOB IHFFKJOLT? 

THE FAMILY MAY NOT BE ABLE TO PROVIDE 
AS MUCH CARE IN THE FUTURE 



At present, the family is' the 
primary provider of long-term care for 
the non-institutionalized elderly. Yet, 
demographic and social trends indicate 
that the family^ abiUty to jwovide this 
support will be strained: 

o An increasing number of elderly 
live alone rather than in a family 
settii^ (more than 30 percent in 
1980). Most of those living alone 
are wom«i. 

o The 85+ population is the fastest 
growing age group in the United 
States. This group is much more 
likely than the rest of the 
population to need a^istance in 
daily living. 

o As life expectancy increases, the 
trend will be for the very old to 
have children who are themselves 
elderly. These elderly chilA-en are 

/ 



not as likely to have the financial 
resources and physical stamina to 
care for older relatives. 

Younger adult chilcb'en who are still 
in the work force may increasingly 
fiml that they have more than one 
generation of ektorly relatives to 
support and assist. 

Family size has decreased markedly 
over the last 30 years, so there are 
and wiU continue to be fewer 
children to (»rovi(te astistance for 
elderly parents. 

Last, and perhaps most 
importantly, women, the traditional 
care-givers, are increasii^ly in the 
work force rather than at home. 
Today and in the future, womoi are 
less likely to be available as full- 
time, depoKtent-care providers for 
the elderly. 



A SMALLER PROPORTION OF WOMEN FILL 
IVCS.-Hi^^^P^-^^'^ HW3SEKEEPINC ROLE 
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SUMMARY 



It is very Ukeiy that families will 
increasit^ly need and eiqyect public help 
in providii^ lor^-terni care for the 
el<terly: 

0 The number of elderly in fwed of 
such care is increasing. 

o More and more elderly women are 
living alone. 

0 The traditional care-givers, adult 
women, are imsreasingly working 
outside the home and are not as 
likely to be available tm full-time 
care in the future. However, 
tCK^mology and flexible 
employment policies that 
enc<Hirage more work at home may 
act as a counter trend and eUlow 
the family to (^vide more home 
care. 

There is great need for more 
research an how best to pay for and 
provide long-term care and to assist 
decision-making by famili^ or elderly 



individuals m this area. \s <me example 
of the potential value oi sach research, a 
recent study has indicated that the 
existence of community-based services 
enc<Hirag^ families to continue loi^ 
term care of their elderly relatives, 
rather than choosing institutionalization. 

Not cmly is it more humane to 
assist elderly peq;>le in remainii^ active 
members of their families and 
communities as long as p<^ible, but it is 
essential if we are to make the most 
effective use of the limited and 
expensive institutional care facilities 
that we have.The growth of the over-65 
and over-85 populations alone will be so 
great as to require the vme of all of the 
existing nursing home facilities just for 
those who are truly incapacitated and 
who have no alternative. 

The elderly living alone are a group 
particularly vuln^viUie to 

instttutioiuilization — ^metimes for lack 
of relatively min<»r but essential 
so'vices. This groi^ of elderly deserves 
particular public policy attention. 



UNANSWERED Ql^STIONS 



1. What is and ^ould be includ€^d in long- 
term care? 

2. What is the a{^opriate mix of 
sources for financing long-term care? 
Will there be resources or a need for 
additional government support to meet 
the long-term care nee<te of an 
Increasingly vulnerable pq;>ulation? 

3. What is the appropriate mix of 
services and which should be provided by 
the public and private sectors 
respectively? 



4. How can existing services be better 
«>ordinated for greater effectiv^i^ss 
and efficiency? People with long-twm 
care needs who live in the community 
often require multiple services »ich as 
home health care, tome-delivered meals, 
assistance with ehor^, and 
trarsportation. Different services are 
usually available, if at all, through 
several different Federal, State, and 
local programs. Each program is likely 
to have to be contacted separately and 
each is likely to have its own edibility 
requirements. 
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5. What policies and programs will 
enhance the ability and motivation of the 
family to provide loi^term care? 

6. Under what circumst«mc^ is it more 
cost-effective to (provide home care 
services to the f^ail and vuln^able 
elderly as an alternative to 
institutionalization? 

7. What can we learn from European 
apiM'oaches to long-term ^e, as 
the provision of sheltered housing 
(ind^ndent dwelling units with some 
housekeeping and/or meal service and 
with an emergency call-button system)? 



8. How can we increase equity of access 
to liKig-term care services on the part of 
the most needy? 

9. How can service be located most 
conveniently for those who need them? 
For instance, the elderly, like the U.S. 
population as a whole, are more heavily 
ccmc^trated in urbanized areas, but the 
incidence of chronic illness in the elderly 
is higher in rural areas where services 
are less available. Also, consolidation of 
institutional care for veterans, 
undertaken to reduce costs, has resulted 
in undue isolation from family and 
frieiKls. 



OPTIONS 



The option statements presented on 
the next few pages are int^ded to 
stimulate thought and discu^on. They 
are not comprehensive, nor are they 
^dorsed by the Congressional 
Clearinghouse on the Future, the House 
Select Committee on Aging, or any other 



(»^anization or individual involved in the 
preparation of this report. Thdr sole 
purpose is to introduce the reader to the 
variety aiid scope of options tt^t have 
been raised in tUs area, so understandii^ 
and useful debate will be enhanced. 
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Clearinghouse on the Future they are presented for information and <£seiission only. 



BSUE AREA: LONG-TERM CARE 
OBJECTIVE: Expand options for functionally dsat^ed elderly. — ^ 



ILLUSTRATIVE OPTION 1 



ILLUSTRATIVE OPTION 2 



ILLUSTRATIVE OPTION 3 



Revise Medimre regulations 
to sam(4tfy payment fw home- 
based and community care for 
elderly. 



Increase inc^tives to families 
to provide/i^kK% care to 
their dderly (greats 
depmdent iteductior^ tax 
credits, etc.) 



Subsidze or pay directly 
for commtmity altmiatives 
to niffsii^ homes, ^ich as 
shelt^^ workshops, day care, 
Nilfway how^ smior centers* 



PROS 



L Coidd encoirage and support 
family care. 

2. Would enhance p^^sonal 
autonomy and dignity of 
elderly. 

3« Could relieve load on 
nursif^ homes. 
4. Could increase low skill, 
part time job opportunities. 



1. Could c^coiarage and support 
family care. 

2. Would chance pet^nal 
autonomy and dignity of 
elderly. 

^ Could relieve load on 
nuorsii^ homes. 
4. C^d incr^e low skill, 
{Mirf%me o{^x>rtimiti^. 



1. Coidd relieve load cm 
nursir^ homes. 

2. Coidd incr^e simply of 
alternative rraourcea. 

3. Could support family care 
by tempwarfly relieving family 
memb^ of re^KxnsiWlity. 

4. Could have social benefits 
for tte elcterly. 



CONS 



CONS 



CONS 



h Coidd be hard to 
administer. 

2. Cost-effectiveness only 
(mrtly demonstrated. 

3. if payment for home care 
replace non^id home care 
rather than ir^titutional 
care, costs could be very 
hi^ 



L Effectiven^ o( incentives 

not yet estaMisd^ 

2. Would rediK?e tax rev^ues. 

X Would be difficult to 

establish approf^iate levels 

of compensation. 

4. Would be difficult to 

eitaUish and enforce 

eligiUHty re<^rements. 



1. Coidd increase prc^lems of 
momtoring and r^ulation. 

2. Ova*all costs and benefits 
uncertain. 

3. May aicourage new m&r^ of 
th^e ' ices instead of 
offari. iter natives to those 
who would otherwise enter 
niffsif^ homes. 



CAVTION: The options shown here are not endorsed by the House Select Committee on /Vging or the Congres^onal 
ClearinghoiBe on the Future; they are presented for information and discussion only. 





OBJECTIVE; Improve cost-r 
^lality of long^torm care. 


"^ectiveness and 


OBJECTIVE: Improve basis 
de<^don-^akii^. 


ILLUSTRATIVE OPTION 1 


ILLUSTRATIVE OPTION 2 


ILLUSTRATIVE OPTION 1. 


Govtfnment inonitoriiiit of 
nursing homes receivii^ 
Mecficare monies to insure 
that patients are receiving 
appfO[Hlate levds of care^ 
ejg.f by quality asiraneei 
and patient pre-screening 
and re-sereening. 


Improve linkages between acute 
and loi^term «u*e components 
of the health care system. 


Study and learn tnm the 
^ei^ve exptf ience of the 
Vetatms Administration with 
l<N^terro care. 


PROS 


PROS 


PROS 


L Could make space availaMe 
to those most needing s^vice* 
2* Coidd reduce eostsi^Dy 
im>vi(Mf^ more apfM'Opriate 
levels of care, 
3* Cotdd reduce costs 
reducing the numher of new 
facilities reipiired for the 
f utire elderly. 


1. Could improve proper 
placement of elderly in 
health factUties. 

2. Coidd potentially 
rediK^ (»c4tal invest-* 
ment for n^w facilities. 


1. consioeraDie eiq>wtence 
availaUe over mrniy years. 

2. S<dutions to tong-term care 
might involve some lliricage 
between VA and oth^ Img-tarm 
care systems. 


CONS 


CONS 


CONS 


1. Difficult to monitor. 

2* Woidd re<^re establishment 

of criteria tot evaluation/ 

screening. 

3^ r^<»tiy to administer. 
4pD iH be i;^popular with 
niuB^tahome owners. 


1. Would rdnforce medical 
model of loi^term «ire rather 
than social modeL 


1. May not be cfir^tly 
applicable to the proWems of 
the population as a wtole, 
especially women. 

2. Could rdnfwce the status 
quo rath^ ttan emphasisii^ mw 
approaches. 



EPILOGUE 



This {Kdicy primer has presented key characteristics of tomorrow's ^deriy, 
major fore^ molffing their future, and significant issues facing deciirion-makers as 
they prepare for that future. Some illustrative options were included to give the 
reader a taste of the Idnds of policies advocated by groups who are concerned 
about issu^ related to the eld^ and who want to correct problems that they see 
now or coming in the future. THs information is intended to provide a future 
context within wWch Congress can oonsid^ todays pc^cies and programs. 
Specific legisOative proposals will require far more detailed exploration and 
evaluation than can be encompassed in tMs document. 

Nevwtheless, some conclusions can be drawn based on the materials offered 
here. It is clear that life f«r tomorrow's ^iterly will differ from the experience of 
previous gmerattons. There will be more of them, so their concerns will be of 
greater significance to the nation as a whole. They will be older and 
predominantly female, wWch wiU <^iange health profUes and nee* relative to 
those of toda/s dderiy. More of them wiU live alone, changing the native of 
their dependence on resoisrces outside of their own households and families. They 
WiU be better educated, and the women will have experienced more years of paid 
em(Aoyment. 

Federal expenditures in si^port of the elderly have been steadily 
increasingT Because the elderiy population is growing and its needs are changing, 
the question of affordability of programs is frequently raised. It is even more 
iffgent, and more appropriate, however, to re-examine ftmdamental concerns 
which are often ovwloolced: What will be the n^ds of America's elderly in the 
futiB'e? What condtioiB ,win they face? What is the appro{M4ate r<fle of the 
government in meetii^ their nee<b? What are the most appropriate policies and 
programs? How m equity be balanced with efficiency? Ail these questions can 
be posed in all three of the Issue areas Mghlighted in this report: employment and 
retirement, allocation of health care resowces, and long-term care. These 
factors need to be considered and debated tc^ther with the issue of aff«^bility 
and more specific, program-oriented alternatives such as those listed here as 
"options". 

No answers or recommencbtions are offered here for Coi^essional 
consideration. This docwnent attempts only to indicate the magnitude, native and 
complexity of the salient questions «id to provide focus to the Coi^essional 
agenda and debate on the future of America's elderiy. 
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LEGISLATIVE HISTORY 



Since the 1930s, 85 public Uws have been passed that establish public policies 
toward the elderly. This section presents brief highlights of those years and 
charts the legislation. 



HIGHUGHTS OF THE LEGISLATIVE HISTORY 

The chart below lists ms^r laws by decade; characterizes major impact or intent 
(income security, health, houring, employment, or social services) and shows other 
major economic and social trends that were occurring when the legislation passed. 



1930-1939: "THE NEW DEAL" PROGRAMS 

In the post-Depression period, Congress enacted key legislation for the 
elaerly, such as the Social Security Act of 1935. Under Franklin Roosev^t*s New 
Deal, measures were tak«i to provide for the poor and assure the economic 
security of all citizens. 

1940-1949: DEFENSE EMPHASIS 

During World War U and immediately after, emphasis was on the war effort 
and providing benefits for the returnii^ veterans. Although there was some 
acknowledgement of the increase in the elderly population, domestic legislation 
was put on told. 

1950-1959: POST-WAR DOMESTIC PROGRAM EXPANSION 

Following World War II, a broad range of programs was enacted for the 
construction of housing, schools, and highways. The elderly gained indirectly from 
these programs, particularly the housing programs and the (MH>granris for 
rehaMlitation of the physically handicapped. The Social Security Act was 
expanded to (x^victe disability b^iefits. 
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1960-1969: "THE GREAT SOCIETY" PROGRAMS 

OuHi^ the Lyndon Johnson era, major new social programs for people of all 
ages were initiated by Coi^r^. This era marked the second great wave of 
programs benefiting the elderly; Medicare, Medicaid, anti-povo-ty programs, the 
Olckr Americans Act, and others. 

1970-1979: PROGRAM CONSOUDATION AND REffTRUCTURING 

During the 1970s, the primary emphasis was on restructuring and 
consolidating programs. The Nixon Administration sought to decentralize program 
administration, increase the role of the stat^ control spending, and build-in 
aecountabitity. However, SSI, the Federal Governments first nationally 
administered welfare program was establi^ed to provide minimum benefits to the 
ne^ aged, blind and disabled, and ERISA oiacted in 1974 provided federal 
standards for protecting private pension programs. 

1980-1984: DECELERATION AND COST CONTAINMENT. 

The Reagan Administration has stressed private sector initiative, a reduced 
role (or the federal government, reduction of domestic spending, and increased 
military spending. In response to presidential initiatives, Congreai has cut 
spending and tightened the eligibility requirements for a number of federal 
domestic programs that b^efit the elderly. 
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